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California Department of Health Services May 2006 Medi-Cal Estimate

POLICY CHANGE

Appropriation
MEDI-CAL PROGRAM REGULAR
POLICY CHANGE INDEX

NUMBER POLICY CHANGE TITLE
ELIGIBILITY
1 FAMILY PLANNING INITIATIVE
2 BREAST AND CERVICAL CANCER TREATMENT
3 CHDP GATEWAY - PREENROLLMENT
4 BRIDGE TO HFP
5 REDETERMINATION FORM SIMPLIFICATION
6 BCCTP RETROACTIVE COVERAGE
7 MEDI-CAL TO HF ACCELERATED ENROLLMENT
8 RESOURCE DISREGARD - % PROGRAM CHILDREN
9 REFUGEES
10 NEW QUALIFIED ALIENS
11 ACCELERATED ENROLLMENT-SCHIP TITLE XXI
142 ELIG. FOR CHILDREN IN MONTH PRIOR TO SSI/SSP GRANT
143 HURRICANE KATRINA SECTION 1115 WAIVER
148 MEDI-CAL/HF BRIDGE PERFORMANCE STANDARDS
149 SHIFT OF CCS STATE/COUNTY COSTS TO MEDI-CAL
BENEFITS
13 ADULT DAY HEALTH CARE - CDA
14 LOCAL EDUCATION AGENCY (LEA) PROVIDERS
15 MEDI-CAL CONTINUATION OF PART D EXCLUDED
16 MULTIPURPOSE SENIOR SERVICES PROGRAM-CDA
17 MEDICARE PART B DEDUCTIBLE INCREASE
18 HIV/IAIDS PHARMACY PILOT PROGRAM
19 CONLAN V. BONTA
22 CDSS SHARE OF COST PAYMENT FOR IHSS
23 SCHIP FUNDING FOR PRENATAL CARE
24 $1800 DENTAL CAP FOR ADULTS
25 ADULT DAY HEALTH CARE REFORMS
26 FLUORIDE VARNISH
28 MMA MEDICARE DRUG BENEFIT
151 DENTAL HEALTH FOR CHILDREN
152 ELIMINATION OF PODIATRY TARS
MANAGED CARE
32 QUALITY IMPROVEMENT ASSESSMENT FEE
36 CAL OPTIMA 3% RATE INCREASE
38 MANAGED CARE INTERGOVERNMENTAL TRANSFER
39 STANISLAUS 2-PLAN MODEL RECONVERSION
40 RISK PAYMENTS FOR MANAGED CARE PLANS
43 SAN DIEGO COMMUNITY HEALTH GROUP AUGMENTATION
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California Department of Health Services May 2006 Medi-Cal Estimate

POLICY CHANGE

Appropriation
MEDI-CAL PROGRAM REGULAR
POLICY CHANGE INDEX

NUMBER POLICY CHANGE TITLE
MANAGED CARE
44 PCCM AIDS HEALTHCARE FDN EXPANSION
46 FFS COSTS FOR MANAGED CARE ENROLLEES
47 MMA -- MANAGED CARE CAPITATION SAVINGS
146 RESTORATION OF PROVIDER PAYMENT DECREASE
147 TWO-PLAN MODEL DEFAULT ALGORITHM
150 CAPITATION RATE INCREASES
154 PACE RATES AT 90% OF UPL
OTHER
51 HOSP FINANCING - DPH AND NDPH DSH PMT
52 SNF RATE CHANGES AND QA FEE
55 HOSP FINANCING-DPH INTERIM PAYMENT
56 HOSP FINANCING - SAFETY NET CARE POOL
58 HOSP FINANCING - PRIVATE DSH REPLACEMENT
59 DSH PAYMENTS
61 HOSP FINANCING - PRIVATE HOSPITAL SUPP PMT
62 CAPITAL PROJECT DEBT REIMBURSEMENT
64 HOSPITAL OUTPATIENT SUPPLEMENTAL PAYMENT
65 LTC RATE ADJUSTMENT
66 HOSP FINANCING-DPH PHYSICIAN & NON-PHYSICIAN
70 FFP FOR LOCAL TRAUMA CENTERS
71 MMA 100-DAY PRESCRIPTION SUPPLY
72 CERTIFICATION PAYMENTS FOR DP-NFS
73 FOHC RATE ADJUSTMENTS
74 HOSP FINANCING - DISTRESSED HOSPITAL FUND
78 HOSPICE RATE INCREASES
79 ANTI-FRAUD BIC CLAIMS REPROCESSING
80 ANNUAL MEI INCREASE FOR FOHCS/RHCS
81 HEALTHY FAMILIES - CDMH
83 ORTHOPAEDIC HOSPITAL - LAB SERVICES
84 NON-CONTRACT HOSP. 10% INTERIM RATE RED.
85 DSH OUTPATIENT PAYMENT METHOD CHANGE
86 MINOR CONSENT SETTLEMENT
88 VOLUNTARY GOVERNMENTAL TRANSFERS
89 SRH OUTPATIENT PAYMENT METHOD CHANGE
90 NURSE-TO-PATIENT RATIOS FOR HOSPITALS
92 HOSP FINANCING - NDPH SUPPLEMENTAL PMT
93 WEEKLY FORMULARY PRICING UPDATE
94 CHA V. BONTA - 1996-97 DP/NF RATES
96 TWO-PLAN MODEL NOTICES OF DISPUTE
97 OUT-OF-STATE HOSPITAL JUDGMENT
99 FFP REPAYMENT-SPECIALTY MENTAL HEALTH
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California Department of Health Services May 2006 Medi-Cal Estimate

Appropriation
MEDI-CAL PROGRAM REGULAR
POLICY CHANGE INDEX

POLICY CHANGE

NUMBER POLICY CHANGE TITLE
OTHER
100 HOSP FINANCING-MIA LTC
101 HOSP FINANCING - BCCTP
102 FAMILY PACT STERILIZATION POLICY
103 CIGARETTE AND TOBACCO SURTAX FUNDS
104 NON FFP DRUGS
105 INDIAN HEALTH SERVICES
106 STATE-ONLY IMD ANCILLARY SERVICES
107 INPATIENT PSYCHIATRIC CARE-IMD
108 MEDICAL SUPPORT ENHANCEMENTS
109 ANTI-FRAUD EXPANSION FOR FY 2006-07
111 ENTERAL NUTRITION PRODUCTS
113 INPATIENT PSYCHIATRIC CARE SAVINGS
114 MEDICAL SUPPLY CONTRACTING
116 EDS COST CONTAINMENT PROJECTS
117 NON-CONTRACT HOSPITAL AUDITS
118 AGED DRUG REBATE RESOLUTION
119 CANTWELL MEDICAL PHARMACY AUDIT SETTLEMT
121 NEW RECOVERY ACTIVITIES
122 NEW THERAPEUTIC CATEGORY REVIEWS/REBATES
123 SERONO AND U.S. AFFILIATES SETTLEMENT
124 5% PROVIDER PAYMENT DECREASE - AB 1735
125 ANTI-FRAUD EXPANSION FOR FY 2005-06
126 FAMILY PACT DRUG REBATES
128 HOSP FINANCING - INPATIENT BASE REDUCTION
129 STATE SUPPLEMENTAL DRUG REBATES
130 FEDERAL DRUG REBATE PROGRAM
131 ESTATE RECOVERY REGULATIONS
136 NON-INSTITUTIONAL PROVIDER OVERPAYMENTS
139 5% PAYMENT DECREASE RESCISSION - SB 912
140 HOSP FINANCING - ADVANCED GF PAYMENTS TO DPH
141 HOSP FINANCING - CCS AND GHPP
144 HOSP FINANCING - DPH RATE RECONCILIATION
153 DME REIMBURSEMENT CHANGES
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California Department of Health Services

May 2006 Medi-Cal Estimate

Appropriation
BREAST AND CERVICAL CANCER TREATMENT
REGULAR POLICY CHANGE NUMBER: 2
IMPLEMENTATION DATE: 1/2002
ANALYST: Cheri Johnson
FISCAL REFERENCE NUMBER: 3
FY 2005-06 FY 2006-07
FULL YEAR COST - TOTAL FUNDS $79,403,000 $77,895,000
- STATE FUNDS $32,201,300 $33,003,950
PAYMENT LAG 1.0000 1.0000
% REFLECTED IN BASE 0.00 % 0.00 %
APPLIED TO BASE
TOTAL FUNDS $79,403,000 $77,895,000
STATE FUNDS $32,201,300 $33,003,950
FEDERAL FUNDS $47,201,700 $44,891,050

DESCRIPTION

The Budget Act of 2001 (Ch. 106/2001) authorized the Breast and Cervical Cancer Treatment Program
(BCCTP) effective January 1, 2002, for women under 200% of the FPL.

Enhanced Title XIX Medicaid funds (65%FFP/35%GF) may be claimed under the federal Medicaid
Breast and Cervical Cancer Treatment Act of 2000 (P.L. 106-354) for cancer treatment and full scope
Medi-Cal benefits for women under age 65 who are citizens or legal immigrants with no other health
coverage.

A State-Only program covers women aged 65 or older, women with inadequate health coverage,
undocumented women, and males for cancer treatment only. The coverage term is 18 months for
breast cancer and 2 years for cervical cancer. Estimated State-Only costs include undocumented
persons' nonemergency services during cancer treatment.

Beneficiaries are screened through Centers for Disease Control (CDC) and Family PACT providers.
Assumptions:

1. There were 9,471 fee-for-service (FFS) eligibles and 1,369 managed care eligibles as of March
2006 (total of 10,840). 2,393 of the FFS eligibles were eligible for State-Only services (Aid
Codes OR, 0T, OU and 0V).

2. 3,387 of the FFS eligibles were in Accelerated Enroliment Aid Code ON as of March 2006.

3. 245 of the FFS eligibles were in State-Only Other Health Coverage Aid Code OR as of March
2006. Assume the State will pay Medicare and other health coverage premiums for an average
of 240 OR beneficiaries monthly in FY 2005-06 and 275 OR beneficiaries monthly in FY 2006-
07. Assume an average monthly premium cost per beneficiary of $200.

FY 2005-06: 240 x $200 x 12 months = $576,000 ($576,000 GF)
FY 2006-07: 275 x $200 x 12 months = $660,000 ($660,000 GF)
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California Department of Health Services May 2006 Medi-Cal Estimate
Appropriation

BREAST AND CERVICAL CANCER TREATMENT
REGULAR POLICY CHANGE NUMBER: 2

4. The Budget Act of 2006 adopted by the Legislature reduced funding by $6,000,000 ($2,000,000
GF) in FY 2006-07 to reflect approval of additional staff to process a backlog of redeterminations.

5. FFS costs are estimated as follows:

FY 2005-06 FY 2006-07

TF GF TF GF

Full-Scope Costs $72,618,000 $25,416,000  $75,217,000 $26,326,000
State-Only Costs $6,785,000 $6,785,000 $8,678,000 $8,678,000
Services $6,209,000 $6,209,000 $8,018,000 $8,018,000
Premiums $576,000 $576,000 $660,000 $660,000
Legislative Reduction $0 $0  ($6,000,000) ($2,000,000)
Total $79,403,000 $32,201,000 $77,895,000 $33,004,000

6. All BCCTP costs are budgeted in policy changes. BCCTP managed care costs are budgeted in
managed care policy changes.

7. Federal reimbursement for State-Only BCCTP based on the certification of public expenditures

is budgeted in Policy Change 101, Hosp. Financing - BCCTP, in the Policy Changes section
of the estimate.
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California Department of Health Services

May 2006 Medi-Cal Estimate

Appropriation
MULTIPURPOSE SENIOR SERVICES PROGRAM-CDA
REGULAR POLICY CHANGE NUMBER: 16
IMPLEMENTATION DATE: 7/1984
ANALYST: Shelley Stankeivicz
FISCAL REFERENCE NUMBER: 28
FY 2005-06 FY 2006-07
FULL YEAR COST - TOTAL FUNDS $44,515,000 $47,515,000
- STATE FUNDS $22,257,500 $22,258,000
PAYMENT LAG 1.0000 1.0000
% REFLECTED IN BASE 0.00 % 0.00 %
APPLIED TO BASE
TOTAL FUNDS $44,515,000 $47,515,000
STATE FUNDS $22,257,500 $22,258,000
FEDERAL FUNDS $22,257,500 $25,257,000

DESCRIPTION

The Multipurpose Senior Services Program is designed to evaluate the effects of providing a
comprehensive array of social and health services to persons 65 or older who are "at risk" of long-term
care. The program provides services under a federal home and community-based services waiver to
an average of 16,335 clients in 11,789 client slots, at $3,776 per year per client slot.

CDHS pays the MSSP claims, and prior to FY 2006-07, both the GF and FFP were budgeted in the
CDHS budget. The Budget Act of 2006 enacted by the Legislature removes the GF ($22,258,000) from
the CDHS budget and includes it in the CDA budget beginning with FY 2006-07. The Budget Act also
increases the CDHS reimbursement authority by $22,258,000 so that the CDA GF can be transferred
back to CDHS as a reimbursement at the beginning of the fiscal year and CDHS can pay the MSSP
claims.

In addition, the Budget Act of 2006 enacted by the Legislature increased the total funding for the MSSP
program by $6,000,000. The $3,000,000 in FFP was added to the CDHS budget; however, CDHS's
reimbursement authority was inadvertently not increased for the additional $3,000,000 in CDA GF that
will be transferred to CDHS. This correction in the reimbursement amount will be made in the
November 2006 Estimate.

(Dollars in Thousands)

FY 2005-06 FY 2006-07
TF DHS-GF FFP TF Reimb. from CDA FFP
MSSP $44,515  $22,257.5 $22,257.5 $47,515 $22,258 $25,257
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California Department of Health Services May 2006 Medi-Cal Estimate

Appropriation
ADULT DAY HEALTH CARE REFORMS
REGULAR POLICY CHANGE NUMBER: 25
IMPLEMENTATION DATE: 3/2007
ANALYST: Shelley Stankeivicz
FISCAL REFERENCE NUMBER: 1074
FY 2005-06 FY 2006-07
FULL YEAR COST - TOTAL FUNDS $0 $862,000
- STATE FUNDS $0 $431,000
PAYMENT LAG 1.0000 1.0000
% REFLECTED IN BASE 0.00 % 0.00 %
APPLIED TO BASE
TOTAL FUNDS $0 $862,000
STATE FUNDS $0 $431,000
FEDERAL FUNDS $0 $431,000
DESCRIPTION

The current reimbursement rate for Adult Day Health Care (ADHC) is 90% of the nursing facility-level A
rate. This is a bundled, all-inclusive rate for all ADHC services which was set by a court settlement in
1993. The Governor's May Revision included a proposal to revise the way ADHCs are paid by:

1. Unbundling the rate into its component services, and retaining the cap of 90% of the NF-A rate.
Only the remaining bundled procedure code that includes overhead and unskilled services would
require prior authorization, and ADHCs would "bill direct" for ancillary and skilled services.

2. Tightening medical criteria.

3. Having CDA perform post-payment audits of participant charts to ensure services billed were
actually provided and medically necessary.

4. Adding Medi-Cal field office staff to do on-site approvals of requests for prior authorization, to
allow review of patients' records.

The Budget Act of 2006 enacted by the Legislature eliminated the expected savings for FY 2006-07.
However, funding was inadvertently restored at the November Estimate level of $19,819,000
($9,910,000 GF) rather than at the May Estimate level of $18,957,000 ($9,478,500 GF). Therefore, this
policy change reflects the $862,000 ($431,000 GF) in excess funding provided by the Legislature.

(Dollars in thousands) FY 2006-07
$862 TF $431 GF
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California Department of Health Services May 2006 Medi-Cal Estimate

Appropriation
CAPITATION RATE INCREASES
REGULAR POLICY CHANGE NUMBER: 150
IMPLEMENTATION DATE: 7/2006
ANALYST: Shelley Stankeivicz
FISCAL REFERENCE NUMBER: 1118
FY 2005-06 FY 2006-07
FULL YEAR COST - TOTAL FUNDS $0 $78,050,000
- STATE FUNDS $0 $39,025,500
PAYMENT LAG 1.0000 1.0000
% REFLECTED IN BASE 0.00 % 0.00 %
APPLIED TO BASE
TOTAL FUNDS $0 $78,050,000
STATE FUNDS $0 $39,025,500
FEDERAL FUNDS $0 $39,024,500
DESCRIPTION

The Department recently conducted a financial review of all Medi-Cal managed care plans to determine
if any additional rate adjustments were needed to ensure that all plans would have sufficient resources
to provide quality care to Medi-Cal beneficiaries. In April, 2006, six managed care contractors were
determined to be in need of a rate increase to minimize the risk of insolvency and maintain compliance
with required financial standards. The total cost of the rate increase for each plan was determined
based on each plan's required minimum Tangible Net Equity (TNE). The rate increases will be
implemented during FY 2006-07. Each individual plan's increase will begin at the start of that plan's
new rate period, as follows:

Plan Rate Period Begins
Central Coast Alliance for Health (COHS) January 1, 2007
Health Plan of San Mateo (COHS) July 1, 2006
Partnership Health Plan (COHS) July 1, 2006

Santa Barbara Health Authority (COHS) January 1, 2007
Contra Costa Health Plan (Two-Plan Model) October 1, 2006
Community Health Group (Geographic Managed Care) July 1, 2006

The total amount of the increase for each plan in FY 2006-07 was adjusted to reflect the funding
provided to the plans with the provider rate restoration. Thus, the total increase for each plan was
reduced by six months (January - June 2007) of the provider rate increase applicable to the plan.
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California Department of Health Services May 2006 Medi-Cal Estimate

Appropriation

CAPITATION RATE INCREASES

REGULAR POLICY CHANGE NUMBER: 150
FY 2006-07

Total Funds General Fund

Plan
Central Coast Alliance for Health $17,370,000 $8,685,500
Health Plan of San Mateo $7,670,000 $3,835,000
Partnership Health Plan $25,300,000 $12,650,000
Santa Barbara Health Authority $11,160,000 $5,580,000
Contra Costa Health Plan $2,860,000 $1,430,000
Community Health Group $13,690,000 $6,845,000
Total $78,050,000 $39,025,500

The figures above include a technical correction of $16,875,000 ($8,438,000 GF) for Central Coast,
Santa Barbara and San Mateo that was added to the Budget Act of 2006, adopted by the Legislature.
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California Department of Health Services May 2006 Medi-Cal Estimate

Appropriation
ELIMINATION OF PODIATRY TARS
REGULAR POLICY CHANGE NUMBER: 152
IMPLEMENTATION DATE: 7/2006
ANALYST: Julie Chan
FISCAL REFERENCE NUMBER: 1122
FY 2005-06 FY 2006-07
FULL YEAR COST - TOTAL FUNDS $0 $200,000
- STATE FUNDS $0 $100,000
PAYMENT LAG 1.0000 1.0000
% REFLECTED IN BASE 0.00 % 0.00 %
APPLIED TO BASE
TOTAL FUNDS $0 $200,000
STATE FUNDS $0 $100,000
FEDERAL FUNDS $0 $100,000
DESCRIPTION

The Health Budget Trailer Bill of 2006 amended the Welfare and Institutions Code to remove certain
podiatry services from prior authorization. Prior to implementation of this legislation, podiatric office
visits were covered as medically necessary and all other outpatient and inpatient podiatry services
were subject to prior authorization and limited to medical and surgical services necessary to treat
disorders of the feet, ankles, or tendons that insert into the foot, secondary to or complicating chronic
medical diseases, or which significantly impair the ability to walk.

The Health Budget Trailer Bill provides that prior authorization for podiatric services on an outpatient
basis will not be required if:

1. The services are provided by a doctor of podiatric medicine acting within the scope of his or her
practice;

2. The services are related to trauma, infection management, pain control, wound management,
diabetic foot care, or limb salvage;

3. The services are medically necessary;

4. An urgent or emergency need for the services exists;

5. The patient was referred to the podiatrist by a physician, and

6. Prior authorization is not required for a physician providing the same service.

The Budget Act of 2006, as enacted by the Legislature, added $200,000 ($100,000 GF) to fund this
change, effective July 1, 2006.

FY 2006-07 FF $100,000
GF $100,000
Total $200,000
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Appropriation
DME REIMBURSEMENT CHANGES
REGULAR POLICY CHANGE NUMBER: 153
IMPLEMENTATION DATE: 7/2006
ANALYST: Julie Chan
FISCAL REFERENCE NUMBER: 1123
FY 2005-06 FY 2006-07
FULL YEAR COST - TOTAL FUNDS $0 $4,471,000
- STATE FUNDS $0 $2,235,000
PAYMENT LAG 1.0000 1.0000
% REFLECTED IN BASE 0.00 % 0.00 %
APPLIED TO BASE
TOTAL FUNDS $0 $4,471,000
STATE FUNDS $0 $2,235,000
FEDERAL FUNDS $0 $2,236,000
DESCRIPTION

The Health Budget Trailer Bill of 2006 made the following changes to the reimbursement methodology
for certain durable medical equipment (DME) items (custom wheelchairs, custom rehabilitation
equipment, and oxygen):

1.

For DME with no specified maximum rate, it adds the option of paying the manufacturer's
suggested retail price on June 1, 2006, documented by a printed catalog or hard copy of an
electronic catalog page showing the price on that date, reduced by a percentage discount not to
exceed 20%;

For custom wheelchairs and accessories, it adds the option of paying the manufacturer's
suggested retail price on June 1, 2006, documented by a printed catalog or hard copy of an
electronic catalog page showing the price on that date, reduced by a percentage discount not to
exceed 15%, if the provider employs or contracts with a qualified rehabilitation professional;

For oxygen delivery systems and contents, it utilizes national Healthcare Common Procedure
Coding System (HCPCS) codes to establish reimbursement which will be the lesser of (a) the
amount billed as specified in Section 51008.1 of Title 22 of the California Code of Regulations,
(b) an amount not to exceed 80% of the Medicare rate, or (c) the guaranteed acquisition cost
negotiated by contract, plus a percentage markup established by the Department.

Changes 1 and 2 are effective upon passage of the Health Trailer Bill. Change 3 is effective January 1,
2007.

The Budget Act of 2006, as enacted by the Legislature, included funding of $4,471,000 ($2,235,000 GF)
for these changes.
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Appropriation
PACE RATES AT 90% OF UPL
REGULAR POLICY CHANGE NUMBER: 154
IMPLEMENTATION DATE: 7/2006
ANALYST: Shelley Stankeivicz
FISCAL REFERENCE NUMBER: 1124
FY 2005-06 FY 2006-07
FULL YEAR COST - TOTAL FUNDS $0 $2,206,000
- STATE FUNDS $0 $1,103,000
PAYMENT LAG 1.0000 1.0000
% REFLECTED IN BASE 0.00 % 0.00 %
APPLIED TO BASE
TOTAL FUNDS $0 $2,206,000
STATE FUNDS $0 $1,103,000
FEDERAL FUNDS $0 $1,103,000
DESCRIPTION

The Health Budget Trailer Bill of 2006 requires the Department to establish capitation rates for PACE
plans at no less than 90% of the fee-for-service equivalent cost, including the Department's cost of
administration. The Budget Act of 2006, as enacted by the Legislature, includes $2,206,000
($1,103,000 GF) to fund the increase.

Rates will be set at the current rate, or 90% of UPL, whichever is greater, effective July 1, 2006.
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